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Decision No.

BEFORE TEE RAILROAD COMMISSION OF THE STATE OF CALIFORNIA.

In the Matter of the Application of
the San Joaquin & Kings River Canal

& Irrigation Compeny, Iacoerporated,

a corporation, and San Joaquin River
Water Storage District, a water storage
distriet organized pursuant to the

vater Storage Districet Act of the State
oL California, for an orxder awthorizing

the *traensfer and sele of the property.

Application No. 13778.
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J.Z. Wooley, for San Joaguln & Xings River Canal
& Irrigation Company, Incorporated.

Milton T. Farmer, for San Joagulm River Water
Storage District.

Stephen W. Downey, for consumers of canal companye.

Fred B. Tood, for James J. Stevinson, & corporation.
LOUTTIT, COMMISSIONZR:
OPINION

This is o proceeding in which the San Joaguin & Xings
River Canal & Irrigation Compeny, a corporation, engaged in the
public utility business of distriduting and selling watexr for
irrigetion and for domesti¢ purposes in Fresno, Merced and
Stenlislaus Counties, asks for authority to transfer its exntire
properties, including water rights, (which properties are more

particulerly described ir Bxhibits "A"™ and "B eand the location

of which are shown on map marked Exhibit "C" end attached to the

petition on file nevoin) to San Joaguin Water Storage District,

s puwvlic corperation, which jolrs in the application.
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The spplication, so for.as it relates to transfer of

the public utility properties, alleges in effect that all of
the lunds now served by the canal company ere included within
tke bdundaries oT fhe district, .except approximately S$8,280
acres: that the district has completed plans now ready for sub-
mission to the State Znginecer, providing for the comprehensive
development of water for‘storage, generation of power, lrriga-
tion, and for the installation of a drainage system within the
district, a part of which project embraces the purchase and use
of the water rights, canals and other appurtenant siructures of
this capel company; thet the company has a prior right, subject
to certein intervening rights, %o divert 1,360 second feet of
water Lrom the San Joa@uin River, which has heretofore by the
company been devoted in éart to public use, that portion of the
wvater right devoted to public use being termed and designated
as the "crop land™ water right and that part, secondary thereto
in prioiity, devoted to the private use of Miller & Lux, In=-
corporated, designated and termed the "grass land" water fight;
that the original cost of the company’é physical ﬁroperties and
water rights is $1,550,613.46; that the present value of the
physical properties is $2,500,100.C0, and of the water right
‘designated as "crop land” water right, belonging to the company,
$1,900,000.00, making = fotal of $4,400,100.00; that the present
value of the "grass land" water right is the sum or'$1,767,soo.oo,
which sun the‘storage district proposes To pay directly to -
Miller & Lux, Incorporated, for the acguisition by the storage
district of the "grass land" water right.

Formal\protest agéiﬁst the approval of the transfer
was made by many of the consumers served by the canal conpany

upon the following grourds: That the acquisition of this systen
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is peither necessary nor cessential to the future functioning
of tke storage districet; that the consumers will be forced

to pey more for water under the present proposed district plon
then a reasonsble rate under public utility operation; that:
the prices, which the district has agreed to pay for these
properties, particularly for the water rights, are so ex-
rbitent that, when the entire costs thereof are assessed a-

gainst the present comsumers' land according to the benefits,

as required under the "Storsge Distriet Act™, said consumers

will be uneble finencially %o stand the burden: -that the
agreed purchase price is not based upon proper valuation of
the olements of property, dut is a negotlated Ligure considér-
ably in excess of any fair and true value of said property;
that the voting power in the weter storege district is based
upon the assessed valuation and ownerships of land included
therein and that by reason of its vast land holdings Miller &
ux, Incorporated, dominated the election within the district,
and the imdividusl lend-owners, wio are consumers of this
utility, to all practical purposes, have had no volce whatso-
ever in the policies or action of the Board of Directors of
tre district and no power to prevent this request of the dis-
trict for authority to purchase the property.

Protest upon practically identical grounds was also
filed by James J. Stevinson, a corporatidn,'but wes subseguently

withdrawn.

Public heerings in the matter were held in Fresno,
Tos Baros and Sen Francisco after all interested parties had
beer motiried and given an opportunity to be heard. The matter

was token under submission and is now ready for decisiox.
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The grounds of protest direct themselves, with the

exception hereinafter noted and commented upon, to the policy

* the law expressed in the Water Storage District Act and to
the possibility of administration im the future by the duly
constituted officers of the district to the detriment of these
particuler protesting consSwMeTS Tander this head may be classed
".2ll of the grounds of protest of the objecting consumers with the
exception of the protest on the grourd that, by reason of its
vast land holdings, Miller & Iux, Inéorporated, domineted the
election withir the district, snd these consumers have had no
voice whatever in the affairs of thc district and that the pro-
posed sale contrazct has been entered into between the corpora-
tion controlled by Miller & Lux, Incorporated, snd Directors of
the water storage district, a majérity_of Waom have'been elected
by Miller & Lux, Incorporated, ond were Miller & Lux represent-
atives on the Board of tkte district and, therefore, the contract
bes not received that independent amd fair consideration by
Directors uvncontrolled by Miller & Lux, Incorporated, which 1t
should have on behalf of the land-~owners within the district.
However, it appe&fs from t he evidence that at a time when a pre-
‘vious report was made to the State Engineer for his considere=
tion as 40 whether the plan proposed in the report submitted to
him for consideration was & feasible one, tais same obJection
wes there ralsed, and that, pursuant to sald objections, all
members of the Doerd of Directors of the storsge district who
were Miller & Lux representatives resigned Irom the Board apd
the State Engineer suggested four individuals, men of unguest-
joned integrity and good Judgment who have the best interests

of this commurity in mind, all of whom Wwere appointed to member-




ship on the Board. In the membership of the District Board,
es the seme was constituted at the time the contract, approval
of which is sought, end this application were presented to it
for considerstion, there were no members who could have been
said to be the representatives of Miller & Lux, Incorporated.
After o consideration of the project as It is now alleged in
the petifion to have been formed, these Directers of the

district have determined to purchase the properties from the

utility coﬁpany upon the basis set fortk in the contract, Ex-

hibit "F" attached to the application.

Under tte provisions of the "Water District Aet™,
the duty is imposed and the power conferred upon the proper
officials of the district to meke determimation as to what
proyerties are necessary for the prdper functioning of the
storage district, the amount that shall be paid therefor and
the manner in which the district, after the acquiring oI such
properties as it deems mecessary, shall be operated. The
district, through its proper orficers, having made this de-
termination, it but remains for the Commission to determine
whether or not the utility skould be permitted to sell its
properties and.discontinue service.

The policy of the Commission heretofore has been, in
applications of this character, to see either that all consumers,
which have theretofore been served by a public utility, when it
is trensferred to = éovernmental agency, &re either included

within the bourdsries of the govermmental sgency or distr;ct,

or, if mot so included, that thereefter service be compelled by
the district and protected to the consumer whose loands are ex-

cluded from the boundaxies of the district.
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In re Southern California Mountain Water Company, to

sell ete., 1 C.R.C. 520, )

The contract to'purchase has received the deliberate
corsideration of a Board of Directors capable or'giving and
presumebly having given to it serious consideration and this
Boerd hes exercised its power snd discretion in making its de-
terminstion to purchase the properties at the price agreed upon.

No reason has been shown Justifying 2 depaiture from
the policy heretcfore esteblished by this Commiséion.

It appears from %he evidence received at the hearing
that there is a great difference of opinion as to the quantity
of water the censl compeny has & righat to divert from the San
Joaquin River. Thils subject of water rights has been a source
of litigation vetween the cenal company and Miller & Lux, In-
corporated, owners of 80% of the capital stock of the canal com=
pany, on the one hand and owners of lands riparien %o and appro=
priators of water from the Sen Joaquin River, on the otker; con=
sidercble of this litigation is still pending but, to a great
extent, will be eliminated by the formation of the district and
the carrying out of the plams of the district, which prospective
plans when completed include the purchase by the district of
practically all of the claimed water rights of the parties
litigant in the pending controversies.

It appeers further that there is no storage available

%o the canal system, the water distributed being diverted direct-

1y irto the distridbuting canals from the Mendota D, located be-
+ low the Jjuncetion of fhe Fresno Slough of the San Joaguin River.

The system now furnishes water for irrigetlon purposes

to approximately 14E€,200 acres of land, 57,004 acres of which
are owped by Miller & Lux, Incorporated; of the 57,004 acres
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sbove mentioned 44,470 acres are the "grass lands™ of Miller &

Lux, Incorporated, for service %o whiéh tarass laﬁds" the canal
company now contends it acts only in the‘capacity orha trens=-
porting medium of the so-called "grass land" water, which, it
is claimed, is the private water right of Miller & Lux, Incor-
porated. The system also furnishes a small amount of water for
domestic¢c andéd irncustrial purposes.

The San Joeguin Water Sﬁorage District was organized
in 1924, under and by virtue of the "Californla Vater Storage
District Act™ and amendments thereto; This district is the
first distriét %o be formed under the Act.

'By reason of the genersl yearly failure of the wn-
regulated stream flows of the San Joaguin River to provide
sufficient water to meet the irrigstion demands throughout the
entire season and the inebility of the wvarious irrigation com=
panies and irrigation districts, using or seeking to use waters
of the San Joaquin River for their various projects, individual-
1y to finance the comstruction of the necessary storage f;cil-
ities and to underfakb any water development by reason of the
endless litigation, which has heretofore prevented all such
projects, the water storage distrioct plan was adopted with the
idee of including within its boundaries the lands now sexrved
by the seversl irrigation systems, including those within the
kadere Irrigation District, together with certain areas of
lend not pow supplied with water, and with these combined re-
sources develop sufficient storage on the San Joaquin River 1o
ipsure an adequate water supply to irrigate approximately
550,000 acres, to construct and place ir operation a drainage
system end in effect acquire all of the rights of the various

contending parties to waters of the San Josquin River, together
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with certain water rights now claimed by Miller & ILux, Incor-
porated, to be owned In its capacity as a private cofporation
end, after Joining of all these prdperties, to operate the
district freed from most of the litigation which kas for years
been pending concerning the right to and ownership of conflict-
ing c¢leims to water.

It further sppeers in the evidence that the canal
system has in the past aﬁﬁ is now furnishing watef for the
irrigation‘of 12,534 acres of "ecrop lands™ belonging to Miller &
ux, Incorporated, which, under the proposed project, is to be
excluded from the boundaries of the storage district. Thils
12,534 scres is Item "3" on "Map Showing Lands Heretofore Ir-
rigated By the Respective Vater Rights And Acreageslor the Saxe",
walch map is merked Exhitit "." and is so designated snd refexrred
to in contract marked Exhitit "F" and made & part of the petition
of tie applicants herein, the particular 12,534 acres being
colored in light green on said map. It also sppears that the
cenal system hes in the pest and that it is now furnishing water
e{ther as & pudliec utility or as & transportation agency Tor the
irrigation of the followirg described areas also belonging to

Miller & lux, Incorporated, and which are to be excluded from

+he boundaries of the aistrict: 37,420 acres of land designated

es Ttem "S" on said mep Exbibit "A™ and colored in brown there-
on; 7,050 acres of land designated as Item "l07 on said map
Exhibit "A" end colored thereon in light blue hatched witk

browte

There 4s also excluded from the voundaries of the

district 1,276 ecres of land belonging to persons other than
iller & Lux, Incorporated, which have heretofore been ir-

rigated by the cenal system, designeted as Item "4" and shown on
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sald mep "Sxhivit A", being colored thereon in orange.

It appears also from the recoxd that the systém hes

heretofore and is now selling water for domestic and industrial
uses to ‘the City of Los Banos, to the City of Dos Palos, to the
City of Soutkz Tos Palos, and is also furnishing the Southern
Dacific Compana’at'Los Banos, the Soutiern Pacific Compexny at

Firebaugh, the Standard 0il Compony at Los Banos acd Dos Palos

and the Associated Pipe Line at Brito and Silaxo, and the
Golden State Milk Products Company &% 1o Banos with water for
domestic and industrial uses.

The Commission is requested, through the attorney for
the applicant water storage district, to make certain determina-
+ions with reference to matters concerning the future 0peratidn
of 1ts irrization project. These requests, with the exceptions'
which we shall hereafter note, have to do with the manner in
waich this distriet shell hereafter conduct its affairs with
reference to the waters, wihich may be procured on the consumma-
tion of the proposed purchase with reference to lands, which
have theretofore been irrigated by the system and which are in-
cluded within the boundaries of the district.

As stated ebove, with referenco to these particular
questions, we believe them 10 be matters of polioy to be de=-
termined by the properly elected and qualified officers of the
district =nd matters entirely beyond the jurisdiction of the

Commission.

Le stated in the case above cited, In re Southern

California Mountain Water Company, 1 C.R.C. séo, the concern of

the Commission is with those consumers who remaixn without the

boundaries of the district, and, as to those questions which
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affect service outside of the district, we belleve the order

hereinafter suggested should protect and direct continued service
by the district to said conzumers, unless such service 1s waived
or good cause shown for dlisconmtinuance. .

The contract which is attached to the petition, marked
"Exhibit F" and made a pert thereof, in substance, provides that
the district binds itself on the acquisition of thé properties
- in the petition mentioned to comtimue service to all consumers
of the canal company, whether or not sald service has been
rendered within or without the boundariles of the storage district,
and further provides that, with respect to those irrigation con-
sumers whose lands are.located within the boundaries of the dis~
triet, service theréarter shall be rendered according to the pro-
visions of the "Water Storage District Act™, but that sald lands
shall be assessed for benefits and in all other respects shall be
sﬁbject to t he provisions of said Act and that, as fo all con=
sumers of the canal company whose lands are situated without the
bYoundaries of the district, such obligation to continue service
thereto is contingent upon said consumers paying the distfict all
legel charges for said service. This provision of the contract
is broad enough to protect each ahd all of the conmsumers of the
canol company, who are, after the transfer, entitled to receive
service from the system.

Miller & Lux, Incorporated, stated at the hearing,
througz their duly asuthorized representatives, that the Miller &
Lux Corporation was desirous of waiving its rights o receive
water from the district on 12,534 acres of "erop lend”, above
designated as ITtem "3", Map "Exhibit 4"; also upom the 37,420
acre tract, designated as Item "3™ on Map vExhibit A", and upon
the 7,050 acre tract, decignated és Item "10" on Maph"Exhibit A

Under the circumstances, the district, the ﬁroperties‘

-10~




of the systen proposed to be purchaesed dy the distriet and the
cansl company should, after the properties have vteen conveyed
to the district, be relieved rrom sny odligation to sexrve sny.
of the saild lands, except the 1,276 scres, Itom "4" on map
Exhidit "A". o

So taat in the future there mey be no guestion as to
the identity ¢of the lands which are either walving or retalaling
rights to receive water from the district and from the irriga=-
tion system to be purchased from the cansl company, there should

be Tiled in this proceeding & deseriptlion by govermmental sub-

divisions, or other good snd sufficient deseriptions, of the

respeetive areas above referred to as Items fS“, ﬁ@", "S" and
"10" ox mep Exhibit "An. S

With reference to the service in the future by the
district to the 1,276 acres, designated as Item "4" on map
Exhibit "i" and to the domesilc, commercial and/o:vinduStrial
service io'the City of Los Banos, the City of Dos Palos, the
City of South Dos Palos and to the Southern Paéific Company at
Tos Banos and the Southern Pacific Company at Firebaugh, the
Stardard 0il Compeny at Los Banos, and the Standard Oil Company
at Dos Palos, the Assoclated Pipe Line at Brito, the Associated
Pipe Line ot Silaxo, and the Golden State Milk Products Company
a% Los Banos, and their respective successors in interest, the
district shell continue such service in the future from the
waters authorized to be pﬁrch&sed to such extent =s may ve
necessary in the future for a proper snd adequate service a4t
reasonavle ravtes. |

Under the circumstances developed by the evidence ed-
mitted in the proceeding and subject to the conditions herein~-
aefter stated, an order should be lssued in the above entitled
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proceeding, vermitting the San Josquin & Xings River Canal & Ir-
rizgation Qompany to transfer its utility properties referred %0
in the petition and described in the cxhibdits above mentioned,
attached t0 the petition, for the sum of &4,400,100.00, |

In euthorizing the transfexr of this public utility

_ property to the water storage district, it should be distinetly

understood that the Commission does not theredy in any manner
endorse or epprove or fimd uporn the reasonmableness of the value
claeimed or of the reasonableness of the price whieh the district
has agreed to pay for the physical propertles and water rights
of this utility. 4s to whether or not the project is a feasible
one, comsidered as a whole, is o matier under the "Water Storage
District Act™, delegated to the Board of Directors of the district
and %o otherwﬁublic bodies and, fiﬁally, to the land-owners with-
in the Gistrict.

Neither should the authorization by this Commisslon
to meke this tronsfer be considered as an approval by the Cormis=
sion of any proposed contract by the disiriet with other bodies,
under which it is sought %o define the water rights and the con-
flicting claims of eny persons thereto, dut should be considered
solely as an authorization by *this Commission to the public
utility company to dispose of its propertles at the price named
12 the petition, to-wit, the sum of $4,400,100.00.

The following form of order is suggested:

The San Joaguin & Xinges River Camal & Irrigation Company,
Incorporeted, having made ﬁpplication to transref its properties,
rights cnd interests o Sar Joaguin River Water Storage Distrlct,
which joins in the spplication, public heerings having been held

thereon, the matter having been submitted and the Commission being




fully advised in the premises,
IT IS ESREBY ORDERED thet San Joaguin & Xings River
Canal & Irrigation Company, Incorporated, & corporétion, be and

1% is hercby suthorized to tramsfer, for the sum of {4,400,100.00,

40 the San Joaguin River Water Storsge District, a public cdrpora-

tion, its public utility properties, water rights and other inter-
ests as more particularly deseribed in Exhidit "A", Exhidit "B
and Exkidit "C", attached to the application hersin and vy séi&
ayplication ﬁade a part thereof, swoject, however, to the follow-
ing furtaer terms and conditions:

l. The authority herein granted shall apply
only to suech transfer as shall have heen
made on or before December 31, 1928, and
& certified copy of the finel instrument
of conveyance shall be filed with this
Commission by the San Joaguin and Xings
River Caral and Irrigavion Company, In-
corporated, within thirty (30) deys from
the date upon which it is executed.

Within thirty (30) days from the date that
said company actually relimquishes control
and possession of the property hereln author-
ized to be tramsferred, it shall file with
this Commission o certified statement ln-
dicating the date upon which such control
and possession were relinguished.

The coasideration involved in this trans-
fer shall 2ot be urged upon this Commis-
sion, or any other public body, as a find-
ing of value for rete fixing or for any -
purpose other than for the transfer hereln.

Upon assuming control and possession of the
properties herein authorized to be trans-
ferred, San Joaquin River Water Storage
District snall immediately, and therealler,
continue irn adequate and proper amounts and
at reasonedle rates the water service which
said San Joeguin snd XKings River Canal and
Irrigation Company has odligated 1ltselfl to
furnish as 2 public utility to the ares con=
taining approximetely 1,276 acres of land
lying without the boundaries of said dis-
rict and designated as Item "4" on the map
marked Exhidbit "A" attached to the applica-
tion herein, ané also domestic, commerciol
and/or industrial water service to the City
of Los Banos, the City of Dos Palos, the
City of South Dos Palos, the Southern Pacific
Company at Los Banos and at Firedaugh, the
Standard 01l Compeny at Los Banos and at Dos
Falos, the Associated Pipe Line Couwpany at
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Brito and at Silaxo, the Golden State
Nilk Products Comparny at Los Bonos and
thelr respective succecsors in interess,
and any such consumers and their succes—
sors in interest other than set forth
adbove wiho ey now be receiving & similar
domestic, commercisl and/or industrial
water service Irom sald company.

That, upon finel completion of the trans-
fexr of the properties as herein suthor-
ized, ca2id San Joaquin River Water Storage
District may discontinue water service to
the areas of land now owned by Miller &
Zux, Incorporated, snd more particulerly
deseribed in the exhibits attached to the
application herecin a3 follows: ..

() 4rea containing 12,534 acres,
Dore or less, and designated
es Iten "3" on map merked Ex-
albit "A",

Ares containing 37,430 acres,
more Or less, and Qegignated
25 Item "S™ on map marked Ex-
hzbit "AT,

Ares containing 7,050 acres,
more or less, and designated
as Item "10" on map marxed Ex-
hibit "A".

That, within sixty (60) daye from the date
of this Order, said San Joaguin and Xircgs
Aiver Cenal and Irrigation Company shall
Tile with this Commission‘a deseription,

by govermmental subdivision, or by metes
and bvounds, or by other good and sufficient
legal description, of eacch of the sreas of
land referred to in the Order herein as.
Item "4", Item ™3™, Item "5" and Item "1O"
on sald meyp marxed Txhibit TA". .

That, upon fincl completion of the trans-
fexr of the properties, rights and interests
of this utlility in full compliance with the
terms end conditions of tke Order herein,
said San Joagquin and ﬁinsu River Caxncl and
Ir s&tmon Company ard 1ts sald properties,

ights end interests shall thereupon and
uhereby stand relieved of all pudlic utility
obligations and lisbilities zeretofore in-
curred in comnectiorn therewlith.

~Fer'all other purposes, the authority herein grented
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- ghell become effective twenty (20) days from and after the date

hereof.
The foregoing opinion end order are heredby approved

and ordered filed as the Opinion end Order of the Railroad Com-

mission of the State of Californie. /6
Dated ot Sen Franeisco, Californis, this_// dey

—
of , 1928. | |
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Comm¥ssioners.




